PART III
PUBLIC FINANCE AND EMPLOYMENT
CHAPTER I
INTRODUCTORY
§ 1. down to the beginning of this century the problems of
public finance were regarded as so far self-contained that in
discussions of them their relevance to the state of and fluctua-
tions in the volume of employment were practically never
mentioned. In this country the Majority and Minority reports
of the Eoyal Commission on the Poor Laws published in 1909
first seriously examined the question whether central and local
authorities might not be able, by a careful timing of their
expenditures, to make the volume of employment steadier,
and, maybe, even larger on the average, than it tended to be
in existing conditions. Since that time the relation between
the raising and spending of revenue by public authorities on
the one hand, and the employment situation on the other,
has been widely discussed. A number of separate issues have
to be distinguished. The purpose of this Part is to disentangle
and examine them. The problem is posed, not in general,
so as to include economies such as that of Soviet Russia,
where the great bulk of industrial activity is at the order of
public authorities, but more particularly with regard to
economies like our own, where, while the public authorities,
central and local, engage for productive ends a substantial
part of the national labour force, production for profit by
private enterprise is, nevertheless, predominant.
§ 2. The volume of employment in any period must be
equal to the money wages bill of that period divided by the
mean rate of money wages. It is not among the prerogatives
of public finance to exercise any authority over rates of money
wages. The only way, therefore, in which it can affect the
volume of employment is by acting on the size of the money
wages bill. Prima facie it can do this in part through its own
hirings of labour in part through its expenditures in pur-
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